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OATH OR AFFIRMATION

Warren Nadel swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Warren Nadel Company as

of December 31 2010 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Jr4E 7V Signa re

President

Robert labor
Title

Notary Pubhc State of New York

Cluahfied in Nassau County

Notary Public Commission Expires March 30 2015

This report contains check all applicable boxes

Facing Page

a/ Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of thisfihing see section 240.1 7a-5e3



M1rksPanethShron
Certfled Vublic Acccutuanrs and Constdtans

AUDITORS REPORT

To the Stockholders

Warren Nadel Company

Glen Cove New York

We have audited the accompanying statement of financial condition of Warren Nadel

Company the Company as of December 31 2010 that you are filing pursuant to Rule 7a-5

under the Securities Exchange Act of 1934 and Regulation 1.16 under the Commodity Exchange

Act This financial statement is the responsibility of the Companys management Our responsibility

is to express an opinion on the statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement An

audit also includes examining on test basis evidence supporting the amounts and disclosures in

the financial statements assessing the accounting principles used and significant estimates made by

management and evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above present fairly in all

material respects the financial position of the Company as of December 31 2010 in conformity

with accounting principles generally accepted in the United States of America

The accompanying statement of financial condition has been prepared assuming that the

Company will continue as going concern As described in Note 10 the Securities and Exchange

Commission filed regulatory action against the Company its principal and related registered

investment advisor RIA alleging multiple violations of various sections and rules of the Securities

Exchange Act of 1934 The actions seek disgorgement of alleged ill-gotten gains plus pre-judgment

interest and civil penalties As required the Company had notified its clients and customers during

2010 of the pending action which has had detrimental effect on the Companys revenues and

continuing operations These conditions raise substantial doubt about the ability of the Company to

continue as going concern Managements plans are also discussed in Note 10 The statement of

financial condition does not include any adjustments that might result from the outcome of this

uncertainty

Woodbury New York

February 25 2011

Marks Paneth Shron LLP Telephone 516.992.5900

88 Froehlich Farm Boulevard Fax 516.992.5800

Woodbury NY 11797-2921 www.markspaneth.com

Associated worldwide with JHI

-3-



WARREN NADEL COMPANY

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

ASSETS

Cash and cash equivalents 73597

Due from clearing broker 637

Deposit with clearing broker 25000

Prepaid pension costs 328828

Secured demand note receivable collaterized 185000

Other assets 19253

TOTAL ASSETS 632315

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accounts payable and accrued liabilities 70794

Due to clearing broker 1929

Due to shareholder 24288

Due to affiliate 25230

TOTAL LIABILITIES 122241

Subordinated borrowings 185000

Commitments

STOCKHOLDERS EQUITY Notes and

Common stock $.01 par value 100000 shares authorized

54442 shares issues and outstanding 544

Additional paid-in-capital
475136

Retained earnings 448591

Accumulated other comprehensive gain 297985

Total Stockholders Equity 325074

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 632315

See auditors report
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WARREN NADEL COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

Business Description

Warren Nadel Company the Company is registered broker-dealer with the

Securities and Exchange Commission SEC and the Financial Industry Regulatory

Authority FINRA The Company is also registered as an introducing broker with

the Commodity Futures Trading Commission CFTC

The Company claims exemption from the requirements of Rule 5c3-3 under Section

k2ii of the Rule

Cash and Cash Equivalents

The Company considers as cash and cash equivalents highly liquid instruments with

maturities of three months or less when acquired and money market funds

Revenue Recognition

Securities transactions and the related commission revenue and expense are recorded

on trade date basis Dividend and interest income are recorded on the accrual basis

Income Taxes

The Company is an corporation for both federal and New York State NYS
income tax purposes and as such income or loss flows through to the stockholders

individual income tax returns As result the Company is not liable for federal and

NYS income taxes

The Companys policy is to recognize interest and penalties related to unrecognized

tax benefits as income tax expense The Company is no longer subject to federal or

state and local income tax examinations by tax authorities for years before 2007

Fair Value

The Company adopted the methods of fair value as described in FASB ASC 820

Fair Value Measurements and Disclosures Fair value is based on the price that

would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date In order to increase

consistency and comparability in fair value measurements the fair value hierarchy

prioritizes observable and unobservable inputs used to measure fair value into three

levels

Level inputs are quoted prices unadjusted in active markets for identical

assets or liabilities the Company has the ability to access
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WARREN NADEL COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

Level inputs are inputs other than quoted prices included within level

that are observable for the asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on

managements own assumptions about the assumptions that market

participants would use in pricing the asset or liability The unobservable

inputs should be developed based on the best information available in the

circumstances and may include the Companys own data

Use of Estimates

The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the financial statements and the reported amounts

of revenues and expenses during the reporting period Actual results could differ

from those estimates

Recent Accounting Developments

There were no new accounting pronouncements issued recently that are expected to

have any material impact on the Companys financial position or results of its

operations

Subsequent Events

Management has evaluated for potential recognition and disclosure events

subsequent to the date of the statement of financial condition through February 25

2011 the date the financial statement was available to be issued Refer to Note 10

NOTE 1- DUE FROM AND DEPOSITS WITH CLEARING BROKERS

The Company has clearing agreements with two brokerage firms to carry its

accounts The clearing brokers have custody of some of the Companys securities

and from time to time cash balances which may be due from these brokers

These securities and/or cash positions serve as collateral for any amounts due to the

clearing brokers and as collateral for potential defaults by the Companys customers

which are carried on the books and records of the clearing brokers

The Company is subject to credit risk if the clearing brokers are unable to repay

balances due or deliver securities in their custody It is the Companys policy to

review as necessary the credit standing of the two brokerage firms
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WARREN NADEL COMPANY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE 2- SUBORDINATED BORROWINGS

Borrowings under subordinated loans from related parties were $185000 at

December 31 2010 These borrowings are noninterest-bearing and mature on

January 31 2013 The subordinated loan is covered by an agreement approved by

FINRA and the National Futures Association and is thus available in computing net

capital under the Securities and Exchange Commissions Uniform Net Capital Rule

and Commodity Futures Trading Commissions minimum financial requirements To

the extent that such loan is required for the Companys continued compliance with

minimum net capital requirements it may not be repaid In conjunction with this

borrowing the Company issued an $185000 secured demand note collateralized by

securities with fair value of $384876 as of December 31 2010

NOTE 3- RELATED-PARTY TRANSACTIONS

The Company occupies premises under lease agreement with an entity controlled by

the Companys president and majority stockholder through December 31 2018

The future minimum lease payments required under the lease as follows

Year ended December 31

2011 110700

2012 110700

2013 110700

2014 110700

2015 110700

Thereafter 332100

885600

Rent expense for the year was $110700

At December 31 2010 the Company had outstanding noninterest bearing loan

balances payable to one of its shareholders and one of its affiliates in the amounts of

$24288 and $25230 respectively

related entity which is registered with the SEC as an investment advisor acts as an

investment manager on discretionary basis and trades primarily in equity securities

and options for select group of customer accounts whose accounts are carried on the

books of another broker-dealer on full disclosure basis This group of accounts are

customers of the Company The Company received no commissions from the

investment advisor for 2010 and no operating expense reimbursements
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WARREN NADEL COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER31 2010

NOTE 4- CUSTOMER CONCENTRATION

For the year ended December 31 2010 one customer accounted for approximately

38% of total revenues

NOTE 5- COMMISSION INCOME

Substantially all commission income is derived from select group of accounts

NOTE 6- REGULATORY NET CAPITAL REOUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule Rule 5c3 -1 which requires the maintenance of minimum regulatory

net capital and requires that the ratio of aggregate indebtedness to regulatory net

capital both as defined shall not exceed 15 to The Company is also subject to the

Commodity Futures Trading Commissions minimum financial requirements

Regulation 1.17 which requires that the Company maintain minimum regulatory

net capital as defined of 6-2/3% of aggregate indebtedness as defmed or $100000

whichever is greater At December 31 2010 the Company had regulatory net capital

and regulatory net capital requirements of $161983 and $100000 respectively The

Companys net capital ratio was .75 to

NOTE 7- OFF-BALANCE SHEET RISK

In the normal course of business the Company executes as agent transactions on

behalf of customers through its clearing brokers The Company regularly reviews all

client accounts to ensure that there are sufficient funds to meet all transaction

obligations If the agency transactions do not settle because of failure to perform by

the customer the Company may be obligated to discharge the obligation of the

customer and as result may incur loss if the market value of the security

fluctuates to the detriment of the Company

The Company does not anticipate nonperformance by customers The Companys

policy is to monitor its market exposure and risk In addition the Company has

policy of reviewing as considered necessary the credit standing of each customer

with which it conducts business

NOTE 8- DEFINED BENEFIT PENSION PLAN

The Company maintains defined benefit pension plan Plan covering certain

employees with at least two years of service but excluding all highly compensated

employees other than owner/employees and their spouses As of January 2009 the

plan has been frozen
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WARREN NADEL COMPANY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

The following sets forth certain information requiring disclosure under FASB 87 as

of and for the year ending December 31 2010 are

Projected benefit obligation 604786

Fair value of plan assets 933614

Funded status of the plan 328.828

Employer contributions paid in 2010

Accumulated benefit obligation 604786

Benefits paid in 2010 488824

Prepaid pension benefits 328828

Accumulated other comprehensive gain

unrecognized net gain 297985

Pension income included in the determination of net

loss for the year ended December 31 2010 51380

Net gain on pension investments recognized in

other comprehensive income 190084

Estimated benefits expected to be paid in each of the next five fiscal years

2011

2012

2013

2014

2015

Contributions expected to be paid

to the plan during the next fiscal

year beginning after December

31 2010 none

Assumed discount rate 6%

Rates of compensation increase 3%

Expected long-term rate of return

on plan assets 6%

Mortality table 1994 Group

Annuity Unisex Mortality Table

94 GAR
Measurement date used to

determine pension benefit

measurements December 31 2010
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WARREN NADEL COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

Amounts in AOCI expected to be

recognized in net periodic benefit

cost over the year ending

December3l2011

Percentage of the fair value of

total plan assets for each major

category of plan assets

Cash and cash equivalents $197844 21.19

Common stocks 89386 9.57

Preferred stock

646384 69.24

100.0

$933614

Fair value of the above plan asset is based on quoted prices in actively traded

markets and are classified as Level within the fair value hierarchy

Investment policy

The Plans investment policy is to invest primarily in securities that will preserve

capital and provide an orderly and predictable rate of return over the Plans time

horizons This strategy is designed to enable the Plan to accumulate funds that will

be adequate to secure expected retirement benefits for current participants while

limiting the potential for larger year-to-year fluctuations in the amounts contributed

Long-term rate of return-on-assets assumption

This assumption is 6% per annum The rate was selected since it is an appropriate

estimate of the annual rate of return that has historically been achieved by

conservative funding program invested primarily in fixed income investments

NOTE 9- PROFIT SHARING PLAN

The Company has profit sharing plan covering all eligible employees Company

contributions vest equally at rate of 20% year starting in the second year of

service For the year ended December 31 2010 the Company did not make profit

sharing contribution
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WARREN NADEL COMPANY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE 10 SUBSEQUENT EVENTS

On January 13 2011 the SEC as result of its examination during 2010 filed

regulatory action against the Company its Principal and related registered

investment advisor RIA alleging multiple violations of various sections and rules of

the Securities Exchange Act of 1934 The action seeks to enjoin the Company from

future violation of the sections and rules of the Exchange Act that are alleged to have

been violated disgorge alleged ill-gotten gains and pay pre-judgment interest

thereon and pay civil penalties and such other relief that the Court deems

appropriate The action specifies that the Company its Principal and his related RIA

benefited in excess of $8 million as result of its alleged misconduct and the action

seeks return of this amount and penalties of like amount and interest thereon

As required the Company had notified its clients and customers during 2010 of the

pending action which has had detrimental effect on the Companys revenues and

continuing operations The Company has relied on its Principal for capital funding if

and when needed In view of the negative impact upon the companys operations and

the magnitude of the amount that would need to be paid by the Principal should the

SEC prevail in this action the Companys ability to continue as going concern has

become questionable

The Company based on consultation with its legal counsel believe that the

allegations of misconduct are without merit and intends to vigorously contest the

action
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STATEMENT OF FINANCIAL CONDITION
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